


TREASURY AND POST OFFICE DEPARTMENTS 
APPROPRIATIONS, 1952 


FRIDAY, APRIL 6, 1951 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Wash ington, DBD. -€. 
The subcommittee met at 10 a. m., pursuant to recess, in room 
F-82, the Capitol, Hon. Harley M. Kilgore (chairman of the sub- 
ommittee) presiding. 
Present: Senators Kilgore, Hayden, Ecton, and Bridges. 


TREASURY DEPARTMENT 
BuREAU OF INTERNAL REVENUE 


STATEMENTS OF GEORGE J. SCHOENEMAN, COMMISSIONER; T. C. 
ATKESON, ASSISTANT TO THE COMMISSIONER; FREDERICK I. 
EVANS, BUDGET AND FINANCE OFFICER; JOE N. McCOLLUM, 
ASSISTANT BUDGET AND FINANCE OFFICER; DWIGHT AVIS, 
ASSISTANT DEPUTY COMMISSIONER, ALCOHOL TAX UNIT; 
AND CHARLES OLIPHANT, CHIEF COUNSEL 


SALARIES AND EXPENSES 
MANAGEMENT PROGRAM 


Senator Kitcore. The committee will come to order. Go right 
thead, Mr. Schoeneman. 

Mr. ScHoENEMAN. As the committee recessed yesterday, I was 
discussing Our Management program. I want to indicate that many 
other similar ideas of wide scope are in the mill and will be pushed 
at the appropriate time. 

The foregoing brief outline of points from our management program 
is intended to reflect its direction and impact on tax-administration 
policies. We have accomplished a& great deal, and we propose to 
push ahead in the future just as fast and as far as possible. 


PROPOSED REDUCTION IN ESTIMATE BY HOUSE COMMITTEE 


\t this point, I would like to comment briefly on the recent House 
action to reduce our 1952 estimates by $3,500,000. The report of 
the House committee makes it clear that the primary objective of the 
proposed cut is to reduce the personnel available to the Bureau for 
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administering the taxing provisions of the Social Security Act amend- 
ments of 1950. 

The report indicates that the committee recommended this cu: 
because it did not approve our method of adjusting to the reduction 
made in the Bureau’s supplemental budget estimate for 1951. 


ACTION ON 1951 REQUEST 


In defense of our action in this regard, I would like to refer to th: 
legislative history of our 1951 supplemental request. The 1951 sup- 
plemental appropriation bill was under consideration by this com- 
mittee when our supplemental estimate was cleared by the Burea) 
of the Budget. Accordingly, our estimate of $3,760,000 was incorpo- 
rated into the bill and reported out by your committee without re- 
duction. 

In conference, this estimate was reduced by $1,260,000, and the 
conference report, in amendment No. 31, fixed the appropriation at 
$2,500,000. 

Neither the conference report nor the text of the appropriation bil! 
as finally enacted contained any advice as to the specific intent of 
Congress in making such reduction. Therefore, we felt free to modify 
our program in the way that seemed likely to result in the minimum 
disruption of our operations as planned. 

We concluded that it would be better to employ 2,503 persons for 
2- and 3-month periods at the close of this fiscal vear rather than to 
place a fewer number of persons on the rolls for periods of 3 and 5 
months. 

Senator Haypen. Well, the dollar effect would be the same. 

Mr. ScHoreneMAN. The dollar effect would be the same; yes, sir. 

Senator Kitcore. Is that period of 2 or 3 months a sort of peak 
period? 

Mr. ScHoENEMAN. Mr. Atkeson, can you answer that? 

Senator KiiGore. | just want to get the reasoning behind that. 

Mr. Arxeson. Mr. Chairman, they were to take care of the new 
social-security returns that would be filed after March 1; that is, 
that would be filed from March 1 to April 30, and they would begin 
to come into the collectors’ offices during this particular period. So 
we really would not need the people from ‘the standpoint of processing 
the returns, following up on the delinquencies, recording the assess- 
ments, and so forth, until the last 2 or 3 months of this fiscal vear, 
that is, 1951. We need the 2,503 for this small period of 2 or 3 
months, rather than have them spread out over a longer period of time. 

Senator Kitcore. The question in my mind is: Is it possible to 
get personnel to work efficiently when you build them up, knowing 
they are not going to have more than 2 or 3 months of work? 

Mr. Arkeson. No, sir. The point here is that these people, once 
they were trained, would go all the way through 1952. 

Senator Krucore. You are hopeful that you can train them and 
have them available for 1952; is that correct? 

Mr. Arkseson. That is correct, sir. 

Senator Kitgore. It is a sort of recruiting service. 

Mr. ScHoOENEMAN. It is a continuing problem. 

Mr. Arkxeson. Every quarter of the year it is exactly the same 
thing. 
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PERSONNEL STRENGTH AT PRESENT TIME 


Senator Kitcorr. How much additional personnel have you been 
able to recruit? [lam referring to this item of the 2,503 persons. Can 
vou figure that out and insert it in the record? 
~ Mr. Evans. Mr. Chairman, none as of this date. We expect to 
recruit them for the last 3 and 2 months of the current year. 

Senator Kingore. All right, Mr. Schoeneman, you may proceed. 

Mr. ScHOENEMAN. As the result of this decision, the 2,503 positions 
requested in our original estimate were projected into the 1952 appro- 
priation base ona 12-month basis. We believed, and still believe, that 
our original estimate of 2,503 was sound as to the number of persons 
needed to administer the new social-security taxes effectively. 

| am confident that the Congress desires these statutory provisions 
to be administered effectively, both in the interests of the revenue 
and of the taxpayer beneficiary. 

Senator HaypreNn. Let me ask you right there about what you term 
“the interests of the revenue and of the taxpayer beneficiary.’’ Does 
the Government make any money out of its operation here? 

Mr. ScHOENEMAN. No, sir. It creates a trust fund for the purpose 
of paying these benefits; but, if we do not collect the proper amount 
of revenue, the benefits would have to be paid anyway, and the 
Government would lose thereby. 

Senator HaypEN. But does the Government make any profit on 
the operation? 

Senator Kincore. Is any part of it self-sustaining? Is that what 
you wanted, Senator? 

Senator HaypENn. Yes. 

Senator KitGorr. Does any part of the benefits paid in 
administration of the fund? 

Senator Haypgen. What I would like to find out is this: If it is a 
scheme whereby the total expenditures that are made result in certain 
total collections, then, when that money is collected and put in a 
trust fund, it is paid out and the Government makes nothing on it. 

Mr. Arkrson. Mr. Chairman, we do collect, of course, far more 
than is necessary to actually pay the cost of collection. But the trust 
fund does sustain that cost of collection. But the major portion of 
the trust fund, of course, goes to the payment of benefits under the 
Social Security Act. 

Senator Haypen. It looks to me like it was an operation where we 
took as much money away from the people as they ultimately got 
back, plus the cost of administration. 

Mr. Arkrson. We do get, of course, far more than the cost of our 
administration. It will take, say, several decades to find out precisely 
how the trust fund is going to work out from the standpoint of benefits. 

Senator HaypENn. In the meantime the money is in the Treasury 
and is being put to use. 

Mr. Arkrson. Yes, sir. 


go to the 


COST OF ADMINISTERING FUND 
(See table on p. 759) 
Senator Kircorr. The question now is: Is any part of this trust 


fund paid toward administration? In some of our operations, for 
instance, unemployment compensation, we collect in and then turn 












Q4 TREASURY AND POST OFFICE APPROPRIATIONS, 1952 


back to the States a certain amount for administrative expenses. Is 
there any operation similar to that in this? 

Mr. Jounson. Mr. Chairman, in connection with this item that 
we are discussing, an amount equivalent to the cost of collecting these 
taxes is deposited in the general fund of the Treasury from the trust 
fund, which, in effect, reimburses the general fund for the money 
appropriated for collecting the taxes. 

Senator Kircore. So that the money spent in administration is 
finally charged upon the general fund. It does not come from any 
other funds collected, but it comes out of the funds collected for this 
purpose; is that right? 

Mr. Jounson. The trust fund is charged an equivalent amount, 
which is reimbursed to the general fund to replace the funds which 
vou appropriate for this purpose. This is not a direct cost against 
the budget; it is really a charge indirectly against the trust fund. 

Senator Kincore. It is really an authorization as to how much of 
the trust fund can be spent for administrative purposes; is that right? 

Mr. Jounson. No,sir. If we find out that the cost of administering 
the tax law is bound to be over what you have appropriated for this 
purpose, we still charge the trust fund for what it actually cost, 
and that money is put back into the general fund. 

Senator Krucore. All right. 

Senator Ecron. Mr. Chairman, before we leave the personnel 
problem, I would like to ask this: 

I do not believe | understand just how this is figured. For instance, 
in the House ere report, Mr. Evans testified, on page 220, 
that there are 1,035 granted in the regular appropriation and that 
practically all of how are on the rolls. Then the 2,503 are not to 
come on until the last 2 or 3 months of the fiscal vear. Is that 2,503 
in addition to the 1,035 that are already on the rolls? 


ADDITIONAL EMPLOYEES TO ADMINISTER SOCIAL SECURITY ASSESSMENTS 
AND COLLECTIONS 


Mr. Evans. Yes, sir. The 1,035 employees were granted in the 
regular appropriation act for 1951. The 2,503 were granted in the 
supplemental appropriation act for 1951, solely for the purpose of 
administering the Social Security Act amendments. So the total 
additional personnel granted to us for this year and projected into 
next year is 3,538, that is, 1,035 plus 2,503. The 1,035 employees 
have nothing to do with the Social Security Act amendments admin- 
istration. 

Senator Ecron. Were they not used for the social security at all? 

Mr. Evans. No, sir; they were not requested for that purpose. 

Senator Ecron. And you want 2,503 additional for next vear in 
order to take care of this increased aiid that has been placed on 
you; is that correct? 

Mr. ScHorNeMaN. It is rather a projection of the 2,503. 

Mr. Evans. We expect to have them on this year in the last 2 and 
’ months, and we are projecting them for the next full fiscal year. 
They would be continuous. 

Senator Hayprn. Let me see if I understand it. It is going to 
take 2,503 people to administer the Social Security Act; is that right? 

Mr. ScHornneMAN. Yes, sir; additional employees. 
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Senator Haypren. The question in my mind is whether their pay is 
to come from funds that are just taken from the general public in the 
United States, or whether the amount of money collected is sufficient 
to build up a proper trust fund and also to pay this cost. If that is 

correct, then, so far as the general taxpayer is concerned, we do not 
appropriate them, and do not collect the mone v the way we should. 

Ultimately the burden will fall on him, whereas, if the system were 
operated properly, it would not. It seems to me you impair your 
ability to meet your obligations by taking money out of your trust 
fund for this operation, and then, when the time comes to make your 
payments out of that trust fund, you would not have it. 

\Ir. ScHOENEMAN. That is right, Senator. I think that to the 
extent we fail to collect the proper tax on social security, the trust 
fund suffers that much. 

Senator Haypen. That is right. It seems to me to be short- 
s ohted. 

Senator Kricore. The point is this: The general public feels the 
appropriations come out of their straight taxes and not out of anything 
else. 

On the other hand, we do have a great number of appropriations 
that come out of special funds that really should not be classed as a 
part of the general fund, but as a special budget which is self-sustain- 
ing. Is not that right, Mr. Schoeneman? 

\ir. ScHOENEMAN. That is right. 

Senator Kitgore. Does this come under that category? 

Mr. ScHoENEMAN. Indirectly, it does. It is a direct appropriation 
from Congress and then a charge against the trust fund. It would 
almost have to be handled the way it is being handled because of the 
way most of our work is handled. 

You take, for instance, the field end of it, when a deputy collector 
goes Out on an investigation, we do not have one deputy to go out 
and investigate social security and another one investigate income tax. 
He might have several different kinds of tax matters in his brief case. 
lt would be very difficult to say that this man works solely on social 
security and this man does not; that he works on something other 
than social security. But in the long run, what vou say ts right. 

Senator KitGgore. In line with that same thing, | believe that on 
veste ‘rday the statement was made that it costs $1 for every $20 col- 

ted from these people who do not come up and pay their taxes. 


TOTAL COLLECTED IN PENALTIES 


lam wondering if it would be possible to show how much of the $20 
s penalties. For instance, a man’s taxes would have been $1,000, 


plus interest, and then he gets a penalty assessed. 1 think it would 
be very interesting and helpful if we knew how much in penalties was 
collected by these actions. 


[t might show how far the enforcement tends to pay its own way, 
not from the general taxpayer but from the def: vulting taxpayer. | 


vonder if something could be made up on that, covering 2 or 3 vears, 


and inserted in the record. 


\ir. Arkrson. Yes, Mr. Chairman. We ean show the tax, the 


penalty, and the interest separately. 
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Senator Kirgore. Yes. That, of course, would -not include these 
fines of $10,000, $15,000, $20,000, which the Justice Departme: 
assesses on top of that when they get the criminal. 

But you could see how far the penalties go to pay the enforcemeni. 
with the collection of the additional tax plus interest. I think 
would make a much more interesting picture. 

Mr. Arkeson. Yes, sir. 

(The information requested, subsequently furnished, is as follows 


Statement of revenue collected or saved by the tax division, Department of Justice, 
civil tax litigation successfully prosecuted or defended by it by fiscal years and man- 
ner of disposition of litigation 


Won by Recovered | Total retu 
| Government | by Govern- te r whi 
in cases ment in cases} °° yh n 
{ decided by | closed by me . o : Ast 
| courts } compromise | closec 
Fiscal year 1946 ; ‘ $11, 574,029 | $13, 895, 380 $25, 469, 400 
Fiscal year 1947 : 16, 346, 564 4. 187. 684 20, 534.215 
Fiscal year 1948 8, 430, 291 5, 602, 644 14,032. 9 
Fiscal year 1949 ; ; 14, 807, 141 3, 869, 451 18 676, 5 
Fiscal year 1950 ial 15,969,577 | 10, 774, 728 26. 744, 
Total 5 years : 67, 127,602 | 38, 329, 852 105, 457. 454 
Grane Spee sésstace 13,425,520 | 7, 665, 970 21, 091, 49 


Pitt gee eae 


The foregoing tabulation does not, of course. include (1) the revenue returns 
in tax controversies not in litigation in the courts which might be controlled 
by the decided cases, nor (2) that in cases which were decided partly in favor 
of the Government and partly in favor of the taxpavers which, during the 5-vear 
period, disposed of litigation involving a total of $3,672,774 in taxes. ‘The 
Government also recovered a part of this latter amount in the redetermination 
of tax liability under the decisions. In the toregoing successful recoveries and 
savings the average return over the 5-year period for every dollar spent for 
personnel was $221.50. 

At the close of the fiscal year 1950 the amount of taxes involved in taxpayer's 
suits for refund, the amount of which bears interest from the date of payment 
of the tax if the taxpayer ultimately prevails in the litigation, was $74,198,981. 
If the taxpayers prevailed in all of that litigation the Government would hav: 
to pay interest to the taxpayers at the rate of $12,197 per day from the date 
of payment to the date of satisfaction of the court’s decision and jugment 
against it. In the refund suits in which the taxpayers did prevail in the fisca 
vear 1950, involving $1,572,407 in taxes, interest must be paid, for the period 
stated, at the rate of $258 per day. These are additional reasons why (a 
the highly technical and usually involved tax litigation must be carefully and 
adequately developed and prepared—a factor auguring for sufficient personne 
to do so—and (b) be expedited to its conclusion and termination with all reason- 
able dispatch and acceleration consistent with the best interest of the parties, 
a policy the tax division always attempts to pursue in the discharge of it- 
function of properly prosecuting and defending suits in the courts involving 
Federal revenue. 


Additional assessments of tax, interest, and penalty, fiscal years 1945-50 


[Thousands of dollars] 


Total tax, | | Total | Tots 
aN interest, Toy | etal A ills . | interest, | internal 
Fiscal year end Pax | Interest Penalty | ana pensl-| revenue 
penalties | ties only (expendituré 
1945 . 922, 428 799, 619 95, O78 27, 731 122, 809 144, 7s 
1946 1, 280, 218 1, 099, 165 134, 204 46, 849 181, 053 174, OFF 
1947 1, 928, 610 1, 702, 242 161, 756 64, 612 226, 368 203, 91; 
1948 1, 897, O15 1, 589, 916 243, 400 63, 699 307, 099 183, 7 
1949 1, 891, 679 1, 537, 761 284, 917 69, 001 353, 918 209, 20 
1950 1, 747, 592 1, 381, 381 276, 753 80, 458 366, 211 | 230, 40s 
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MORE PRESSURE ON DELINQUENT TAXPAYERS 


Senator Hayprn. This whole problem, as I understand it, was 
discussed before the Ways and Means Committee and discussed 
before the Finance Committee, and in each instance they were insist- 
ent that more collectors be put at work to collect more money from 
these people who are delinquent. That is correct, is it not? 

Mr. ScHoENEMAN. Our discussion of this particular item of 2,503 
positions was presented to the Senate subcommittee, and your com- 
mittee agreed with us and recommended what we asked for. 

Senator HaypEN. I remember that. But I would like to go back 
a little further, referrimg to what the chairman has just brought up. 
| would like to know whether there is any written expression by the 
Committee on Ways and Means or by the Committee on Finance in 
the report that they made, or any statement they made in the hearing, 
urging you, as a general proposition, to get more people at work to 
collect money from these people who are cheating the Government. 

Mr. ScHomNEMAN, Senator, when I appeared before the Ways and 
Means Committee, which was about the middle of February, I would 
say, from the line of their questioning, that they felt I had fallen down 
on the job because I had not asked for more people than 1 had asked 
for. That was the general feeling on the part of practically all mem- 
bers of the committee, that I had not asked for enough people. My 
answer was that we had never yet gotten the number of people we 
asked for. 

Senator HaypEN. That is true. But let me ask you this: Had you 
requested of the Budget more people than the Budget allowed? 

Mr. SCHOENEMAN. Yes, sir. 

Senator Haypren. I do not see any harm in our asking the direct 
question, 

Senator KitGore,. And insisting that he answer, so that there will 
be no repercussions. 


ESTIMATE SUBMITTED TO BUDGET BUREAU 


Senator Haypren. Could you tell us just what kind of estimate you 
submitted to the Bureau of the Budget for vour entire program, 
itemized, and how much you got out of it? 

Mr. ScHorNEMAN. Colonel Johnson? 

Mr. Jonnson. I do not have that information with me, Mr. Chair- 
man, but we will be very glad to insert it in the record. 

Senator HayprEN. If you do that I will be obliged. 

(The material requested, subsequently furnished, is as follows: ) 

(he Bureau’s estimate of appropriation as submitted to the Bureau of the 
Budget requested $263,625,500. The Budget Bureau allowed $255,500,000. 
lhe Bureau’s request was, therefore, reduced by $8,125,500, This reduction was 
applied by the Bureau of the Budget as follows: 


Klimination of 1,110 additional positions and related costs for admin- 

istering self-employment provisions of Social Security Act amend- 

ments 4 é $2, 138, 640 
Rental obligations to be assumed by General Services Administra- 

tion ali ; 5, 274, 000 
General Services Administration surcharges 75, 138 
\utomatie promotions Lo : ; 307, 200 
Other reductions, not specified — — - 52 . 330, 522 


Total = ; sini Bg, al ven. ; 8, 125, 500 
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Senator Haypren. That is the only way we can get any money. 

The committee asks the Commissioner why they do not put on 
more people to collect money from these people who are not paying 
the taxes that they should. The answer is that they were never able 
to get the people they asked for. I want to find out how many the 
Commissioner asked for first of the Budget. 


EXAMINATION OF RETURNS ONLY PARTIAL 


Mr. ScHoENEMAN. I might say in that regard, Senator, that there 
was discussion as to how much we could get if we could examine every 
return in our file. Our estimate was that if we could examine every 
one of the 50,000,000 individual income-tax returns in our file—and 
we have a pretty good basis for our estimate because of the sample 
audit program—that it is somewhere between a billion and a billion 
and a half dollars on the returns that we do not examine because we 
do not have sufficient personnel. 

Of course, to do that kind of thing, to investigate every return in 
our file, would create an army of deputy collectors and revenue 
agents. That, of course, would not be good in our form of govern- 
ment. It would become a Gestapo peering over the shoulders of 
everybody. 

But I did indicate the solution to our problem was a constant 
year-after-year addition to our force, where we would be able to have 
an orderly recruitment and be able to select the kind of people we 
want for our work in small numbers, rather than huge armies of em- 
ploy ees. 

We do not think in the Bureau th: . it is smart for us to try to 
recruit too many people in any one year; but we think that, with the 
volume of work that we have and with the volume of work we are going 
to have, there will have to be a yearly increase in our force as the years 
go on, because we do not do all the things we could do. 


ADDITIONAL RECRUITMENT SELF-SUSTAINING 


Senator Haypen. Further than that, if that force were increased 
by taking in men with proper traiming and sending them out, they 
would pay for themselves over and over; is that not correct? 

Mr. ScHoENEMAN. There is no question about that, Senator, as to 
their paving for themselves. I think I have pre viously brought out 
before this committee the terrific improvements we have made in our 
management program, our housekeeping functions, so that we can 
release men from these housekeeping duties to get out in the field and 
do enforcement work where we bring money in. 

Senator Haypen. All of that is entirely proper, but still it seems 
to me that if vou could spend a dollar and get 2 dollars, or spend a 
dollar and get 4 or 5, that you would be doing it. I do not see why the 
Government is not dain the same thing. 

Mr. ScHomNEMAN. There are so many things that we would like to 
do, but we just have to take the most important things and neglect 
the things that are less important. 
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APPROACH TO TAXPAYER IMPORTANT FACTOR 


Senator Kirgorr. But, frankly, Mr. Commissioner, do you not 
find that a well-trained, courteous fieldman will produce more results 
in money and less repercussions in the way of hostility on the part 
of the taxpayer than if you were to just pick up a man, no matter how 
good an accountant he might be, and send him out with instructions 
to go and get the money? 

Mr. ScHoENEMAN. Yes. Youare entirely right about that, Senator. 
A man to go out in that work has to have real training, because it is not 
only accounting ability, but his judgment and approach to the 
taxpayer that counts, where he can be courteous and yet be firm in 
his approach, 

Senator Kitrgore. Ina lot of cases he can educate the taxpayer, loo, 

Mr. ScHORNEMAN. Yes, sir. 

Senator Kingorr. Along the line of the question I asked a few 
minutes ago, in recent hearings of the subcommittee on the Justice 
appropriation estimates for 1952, they brought in a table on their 
operations of the Tax Division over there with reference to taxes and 
defense of tax claims. 

If you have no objection, | would like that table in the record at the 
point where you are going to furnish the other material on the result 
of the penalties, how much in penalties has been collected. (See 
p. 96.) 

| want to clarify one thing. 


EFFECT OF CUTS ON PERSONNEL 


The effect of the House cut in your appropriation, of $3,500,000, 
you say would be to deny the permanent employment of 838 people; 
is that correct? 

Mr. SCHOENEMAN. Yes. 

Senator KitGorr. Speaking from the standpoint of reduction in 
pe rsonnel, what would be the effect of the cut if it were $2,500,000? 
How much would that reduce your personnel? 

Mr. Evans. I would say that probably you could deduct one-third 
of that number and reduce it to around six hundred, Mr. Chairman. 

Senator Kincgore. Then, what would be the effect if it were 
$1,500,000? 

Mr. Evans. Then it would be a deduction of another third, or a 
reduction of about 400 employees. 

Senator Kircorr. What would be the effect if there were a cut of 
only a half million dollars? 

Mr. Evans. I expect that would give us a reduction in the neighbor- 
hood of about 150 people, just roughly. 

Senator KitGcorer. | mean if they reduced your total request only 
$500,000. 

In other words, in the first case, the request had been reduced 
$3,500,000. If the request were now to be reduced $2,500,000, 
what would be the resulting reduction in personnel? Also, what 
would be the effect at $1,500,000 and $500,000? Can you vive any 
figures on that? 

Mr. Evans. We can figure on that and put it in the record. 
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Senator Kitcory. All right, will you do that? 
Mr. Evans. I only gave you a rough guess in the foregoing figures. 


m 

Senator Kitcore. I only want that for the purpose of marking up 
the bill. 10 
Mr. Evans. Yes, sir. pe 
(The information requested, subsequently furnished, is as follows:) he 


Effect of appropriation reductions in terms of positions to be lost 


Approrimate number 
of positions reduced 


If amount of reduction is— will be— 
RET SeS Se i. tee Wot Wy or Meee Se NE Be re oe 838 | dA 
Es ok io TEER eee J) Jat 2 JUL To ioe 
DL, Sette. ests clams apd bctte ice ss.. bec Ee OIteee 1 b 
a er ae Bg ‘esl vetath tance ane of 


INCREASED PERSONNEL BREAKDOWN, 1948-51 














- ‘ y 
Senator Kiicore. I have here a table entitled “Increases and re- 
. . - > ai 
ductions in permanent personnel as allowed by Congress, fiscal years . 
1948 to 1952, and comparison of 1952 authorized force with that for | 
1948.” : 7 
- ° ‘ | 
Would you care to put that in the record for tabulation purposes? 
Mr. ScHOENEMAN. Yes. ; 
he - . . : J ( 
Senator KriGore. That will be inserted in the record at this point. ‘ 
(The material referred to follows: ) v 
Increases and reductions in permanent personnel as allowed by Congress, fiscal years P 
1948 to 1952, and comparison of 1952 authorized force with that for 1948 
UW 
[Increase (+) or decrease (—)] 
| Fiscal years— 
oi Baia i necieetiielnaal sointeee ie piiclintmenaill ea ¢ 
1948 1949 | 1950 | 1951 1522 
DIGOTER .. tbtidws ea I ne ae ‘ - —30 |_. es F -| Se aes 
Auditor -- io acerca +283 +662 | +172 | 
Deputy collector... _- re : ..| 3, 225 +589 +1,406 | +1,206 |... 
Supervisor of A. & C______- lsh i roe le ses dah es | +13 |_...-. 
Tax-returns specialist __._ -- ioe ; ; api Sites ere ea | +130 |...... 
Inspector_.______- oA tN akon: —78 |_._.-- chiain whch bedecda ee inca sad «i 
Internal-revenue agent...._........-.-.....- inne “hae +480 +918 | +241 |. _...- a 
Intelligence agent.........._.- ae eer) . —196 | +99 | +136 | oe 
Bapreenbeis sc ih he ; 4 —188 | +s sake fs 
Returns examiner. .---_- . * oon ‘ +50 +221 +57 |_. 
Examiner... _- Rane r eas oie ge ie peal ; | +280 |... nN 
Storekeeper-gauger - - - . | —421 | ; : tie 9 
Technical adviser ca iebeecch ; | —22 : Secu Pee aS = 
All other --| 1,176] +424} = +679 | +1, 408 | __ 
Oe oe nn ee __.| —6,541 | +1,925 | 44,022 | 143,538 |... 
Dota quthoriaed G08. og ccc cceeducecei ce 50, 639 52, 643 56,263 | 59,348 | 259,305 
Increase, 1952 authorized force compared with | ¢ 
a atl PE ia ee ee _ a ee ee +8, 666 c 
1 Includes 2,503 positions allowed in Supplemental Appropriation Act, 1951, for administering Social S$ 
Security Act Amendments of 1950, as follows: 
Deputy collector..___- éodite dds : : out i 4 i ae ----- +830 
Supervisor of A. & C__.. oii ‘ ‘ < d ‘ bed +13 e 
Tax-returns specialist ___.._- ie ; , ‘ -.- +130 
Examiner alk : Bet Ee soak a ' i ae wate tt Sele +-280 
All other... ; eae A eae ee 
ee a a et ae ere ee ‘ PPT 7 ee ee 


2 Budget estimate; excludes 148 additional man-years for temporary positions requested. 
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Senator Kircore. Now will you please go ahead with your state- 
ment, Mr, Schoeneman? 

Mr. ScHOENEMAN. If the Congress desires the statutory provisions 
to be administered effectively and if our estimate of the needed 
personnel is correct, it follows that approximately 850 persons will 
hi ave to be taken off other assignments for transfer to this work if the 
House cut is not restored. 


SUMMATION OF BUDGET REQUIREMENTS 


[ turn now to a brief summation of our budget requirements. 
The figures that I will cite are based on our 1952 estimates as approved 
by the Bureau of the Budget and thus do not reflect any possible 

effects of the reduction proposed by the House. 

The amount of our estimates for 1952 is $255,500,000. 

The total amount appropriated for our use for 1951 was 
$248,047,500. This amount was later reduced by $1,227,500 in 
accordance with the provisions of section 1214 of the General Appro- 
priations Act of 1951, leaving $246,820,000 available for obligation. 

Senator Hayprn. How did you make that reduction? Where did 
itapply mostly? In the field, or where? 

Mr. Evans. Senator, that reduction was made after the Bureau 
of the Budget impounded a reserve for savings on the current year’s 
appropriation, under section 1214 of General Appropriations Act. 
We reduced the period of employment for the 1,035 additional em- 
ployees from 10% months to 7 and 6 months. 

Senator Haypen. They were not around doing any work and bring- 
ing any money into the Treasury. ‘That is the point. 

Mr. Evans. Not at that point. 

Mr. ScHOENEMAN. Therefore, the amount being requested for 1952 
exceeds that for 1951 by $8,680,000, or 3.51 percent. 

This increase includes only $389,070 for wholly new positions. 


BREAKDOWN OF PERSONNEL REQUIREMENTS AND COSTS 


The components of the total increase of $8,680,000 are as follows: 

Projection into 1952 on full-year basis of the salaries of positions 
and related costs allowed for 1951, as follows: 

For 893 field employees for 7 months; 142 field employees for 6 
months; 1,673 field employees for 3 months; 830 field employees for 
2 months. 

Total additional cost for full year, $8,241,900. 

Pay for 1 day in excess of 52-week base, $849,594. 

Automatic within-grade promotions required by law, $2,314,639. 

Temporary e mploye es for collectors’ offices, 147.7 new positions, 
$389,070, 

Purchase of 191 automobiles for field force of Alcohol Tax Unit, 
$219,650. 

Additional cost of mechanization in collectors’ offices (rental of 


equipment, $150,000; purchase of new equipment, $325,000), $475,000. 


Reimbursement to Bureau of Engraving and Printing for work to 
© performed, $2,358,200. 
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ENGRAVING AND PRINTING OF REVENUE STAMPS 


Senator HaypEN. What is the nature of that work that the Bureay 
of Engraving and Printing does for you? 

Mr. ScHoENEMAN. They engrave and print our revenue stamps. 

Senator Haypen. Do they print any bonds for you? 

Mr. ScHoENEMAN. We do not have any bonds. But I guess we 
are one of the greatest customers of the Bureau of Engraving an 
Printing. The printing of revenue stamps is a terrific job. 

Senator Kirgorr. How about printing licenses? 

Mr. ScHoENEMAN. That is done by the Government Printing Office 

Senator Kitcore. At this point let me ask: How much has the 
cost of paper, ink, and labor at the Bureau of Engraving and Print- 
ing on your item been raised over the last fiscal year? 

Mr. Jounson. Mr. Chairman, might we defer that question unti! 
the Bureau of Engraving and Printing appears before the committee? 
They will be prepared to answer it. 

Senator Kircorr. What [ want is how it applies to your cost. 

Mr. Jounson. Mr. Chairman, you see, this vear the cost of these 
commodities will be borne by an appropriation made to the Bureau 
of Engraving and Printing. 

However, in future years the cost factors will come into play be- 
cause the Bureau of Internal Revenue will have to request funds on 
their own, just as is being done here by the Bureau of Engraving and 
Printing. 

Senator Kiitcorer. In other words, you have not requested this 
type of appropriation before, have you? 

Mr. ScHoENEMAN. It is a new approach. 

Mr. Evans. I believe the Bureau of the Budget based the estimate 
on figures submitted by the Bureau of Engraving and Printing. 
That means reimbursement by the different agencies to that Bureau 
for work performed. 

Senator Kincore. So what is appropriated here would constitute 
a saving on the same costs in the Bureau of Engraving and Printing; 
is that right? 

Mr. Jonnson. That is correct. 

Senator Kitcore. In other words, they will be reduced in a com- 
mensurate amount as you reimburse them from your appropriation 

Mr. Jounson. That is correct. Under the act recently passed by 
Congress, the Bureau of Engraving and Printing will perform this 
work from a revolving fund, which is being requested in the estimates 
this year. They will be prepared to discuss the quantities and cost 
factors with you when they appear. 


NEW AUTOMOBILES 


Senator Kitcore. There is one other question I wanted to inquire 
into. That is about the 191 new automobiles for the Alcohol Tax 
Unit. The committee is going to ask a lot of questions about that. 

How many of those new automobiles did you get last year, do you 
know? 

Mr. Evans. Mr. Chairman, last vear we replaced 108 old cars 
The Alcohol Tax Unit and the Intelligence Unit of the Bureau are the 
only two units that use official cars. We operate a total fleet of 1,380 
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\t the beginning of this current fiscal year we had 609 old cars 
which are obsolete and absolutely worn out and which more than 
meet the Bureau of the Budget’s requirements for replacement— 
60.000 miles driven, or 6 vears of age. 

In the current fiscal year we expect to replace 209, and, of that num- 
ber, 100 will be replaced by the retention and use of later model 
forfeited cars. 

The CHarRMAN. You were authorized to replace 300, were you not? 

Mr. Evans. Not for this year. It is 134. That will leave 400 
old cars on hand at the beginning of the fiscal year 1952. The replace- 
ment of 300 of those, which we are requesting in the estimate, will 
still leave a hundred old cars on hand at the close of 1952. 

The Bureau has been endeavoring to meet its needs by seizing cars 
and having them forfeited to the Government for official use, which 
ve have the right to do under the Liquor Law Repeal and Enforce- 
ment Act, but it has gotten to the point where the cars we seize are 
ibsolutely worn out before we get them. 

The only additional cost to the Bureau for the 300 replacements 
will be the 191 cars 

In other words, we propose to purchase 34 cars for the three western 
districts for which we have had funds in our estimates for several 
years past. They do not seize many cars in the Denver, Seattle, 
and San Francisco districts. We have had to purchase those outright 
each year. We expect to get 75 cars by applying the proceeds of 
the sale of old seized cars for the purchase of new ones and 191 by 
outright purchase. So the only additional cost we are asking for is 
the money to buy these 191 cars. 

Senator Kinrcorsr. Are they additional cars, or are they replace- 
ments? 

Mr. Evans. They are all replacements, sir. All of the cars we 
will replace are absolutely worn out. On one or two occasions we 
have been criticized for operating these old cars. It is very dangerous. 
These cars are used over all kinds of rough terrain, swamps, hills, 
and so forth. They are put to very severe usage. 

Senator Haypren. Why do they make those seizures elsewhere, but 
not in the western districts? 

Mr. Avis. There is very little violation there, Senator. We make 
a few seizures, but not sufficient to equip a force out there. 


AVERAGE AUTOMOBILE SEIZURES PER YEAR 


\s Mr. Evans has indicated, while our seizures of automobiles are 
rapidly reaching the prewar level of approximately 2,000 a vear, vet 
a great part of those cars are what vou might call junk. 

In other words, the cars are old. They have over 40,000 and 50,000 
ind 60,000 miles on them when we seize them, and some of them 
much more. Many of them are 1937, 1938, 1939, and 1940 models. 

Senator Kincore. It is not like the prohibition davs when you 
ised to pick up Cadillaes, is it? 

Mr. Avis. It is not like before the war, Senator. An automobile 
costs so much money today. We have some difficulty in acquiring 
cars. The courts are much more apt to return the car to the finance 
company, where there is a lien of, sav, $1,200 or $1,500 on it. That 
omplicates our problem. 
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ENGRAVING AND PRINTING OF REVENUE STAMPS 


Senator Haypen. What is the nature of that work that the Buresy, 
of Engraving and Printing does for you? 

Mr. ScHoENEMAN. They engrave and print our reve nue stamps. 

Senator Haypen. Do they print any bonds for you? 

Mr. ScooeNemMAN. We do not have any bonds. But I guess w: 
are one of the greatest customers of the Bureau of Engraving ani 
Printing. The printing of revenue stamps is a terrific job. 

Senator Kinrcorre. How about printing licenses? 

Mr. ScHoENEMAN. That is done by the Government Printing Offic 

Senator Kinrcore. At this point let me ask: How much has the 
cost of paper, ink, and labor at the Bureau of Engraving and Print- 
ing on your item been raised over the last fiscal year? 

Mr. Jounson. Mr. Chairman, might we defer that question unti! 
the Bureau of Engraving and Printing appears before the committee? 
They will be pre pared to answer it. 

Senator Kircorr. What [ want is how it applies to your cost. 

Mr. Jounson. Mr. Chairman, you see, this vear the cost of these 
commodities will be borne by an appropriation made to the Bureau 
of Engraving and Printing. 

However, in future vears the cost factors will come into play be- 
cause the Bureau of Internal Revenue will have to request funds on 
their own, just as is being done here by the Bureau of Engraving and 
Printing. 

Senator Kitcore. In other words, you have not requested this 
type of appropriation before, have you? 

Mr. ScHorENEMAN. It is a new approach. 

Mr. Evans. I believe the Bureau of the Budget based the estimate 
on figures submitted by the Bureau of Engraving and Printing. 
That means reimbursement by the different agencies to that Bureau 
for work performed. 

Senator Kiicorr. So what is appropriated here would constitute 
a saving on the same costs in the Bureau of Engraving and Printing; 
is that right? 

Mr. Jounson. That is correct. 

Senator Kitcore. In other words, they will be reduced in a com- 
mensurate amount as you reimburse them from your appropriation 

Mr. Jounson. That is correct. Under the act recently passed by 
Congress, the Bureau of Engraving and Printing will perform this 
work from a revolving fund, which is being requested in the estimates 
this year. They will be prepared to discuss the quantities and cost 
factors with you when they appear. 


NEW AUTOMOBILES 


Senator Kitcorr. There is one other question I wanted to inquire 
into. That is about the 191 new automobiles for the Alcohol Tax 
Unit. The committee is going to ask a lot of questions about that 

How many of those new automobiles did you get last year, do vou 
know? 

Mr. Evans. Mr. Chairman, last vear we replaced 108 old cars. 
The Alcohol Tax Unit and the Intelligence Unit of the Bureau are the 
only two units that use official cars. We operate a total fleet of 1,380 
cars. 
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At the beginning of this current fiscal year we had 609 old cars 
which are obsolete and absolutely worn out and which more than 
meet the Bureau of the Budget’s requirements for replacement— 
60,000 miles driven, or 6 years of age. 

In the current fiscal year we expect to replace 209, and, of that num- 
ber, 100 will be replaced by the retention and use of later model 
forfeited cars. 

The CHAIRMAN. You were authorized to replace 300, were you not? 

Mr. Evans. Not for this year. It is 134. That will leave 400 
old cars on hand at the beginning of the fiscal year 1952. The replace- 
ment of 300 of those, which we are requesting in the estimate, will 
still leave a hundred old cars on hand at the close of 1952 

The Bureau has been endeavoring to meet its needs by seizing cars 
and having them forfeited to the Government for official use, which 
we have the right to do under the Liquor Law Repeal and Enforce- 
ment Act, but it has gotten to the point where the cars we seize are 
absolutely worn out before we get them. 

The only additional cost to the Bureau for the 300 replacements 
will be the 191 cars. 

In other words, we propose to purchase 34 cars for the three western 
districts for which we have had funds in our estimates for several 
years past. They do not seize many cars in the Denver, Seattle, 
and San Francisco districts. We have had to purchase those outright 
each year. We expect to get 75 cars by applying the proceeds of 
the sale of old seized cars for the purchase of new ones and 191 by 
outright purchase. So the only additional cost we are asking for is 
the money to buy these 191 cars. 

Senator Kitcorr. Are they additional cars, or are they replace- 
ments? 

Mr. Evans. They are all replacements, sir. All of the cars we 
will replace are absolutely worn out. On one or two occasions we 
have been criticized for operating these old cars. It is very dangerous. 
These cars are used over all kinds of rough terrain, swamps, hills, 
and so forth. They are put to very severe usage. 

Senator Haypen. Why do they make those seizures elsewhere, but 
not in the western districts? 

Mr. Avis. There is very little violation there, Senator. We make 
a few seizures, but not sufficient to equip a force out there. 


AVERAGE AUTOMOBILE SEIZURES PER YEAR 


As Mr. Evans has indicated, while our seizures of automobiles are 
rapidly reaching the prewar level of approximately 2,000 a year, vet 
a great part of those cars are what you might call junk. 

In other words, the ears are old. ‘They have over 40,000 and 50,000 
and 60,000 miles on them when we seize them, and some of them 
much more. Many of them are 1937, 1938, 1939, and 1940 models. 

Senator KinGore. It is not like the prohibition davs when you 
used to pick up Cadillaes, is it? 

Mr. Avis. It is not like before the war, Senator. An automobile 
costs so much money today. We have some difficulty in acquiring 
ears. The courts are much more apt to return the car to the finance 
company, Where there is a lien of, say, $1,200 or $1,500 on it. That 
complicates our problem. 
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Senator Kircore. You also have this long-time credit proposition, 
which you did not have before, and cars used to be liquidated in 12 
months or so. Now they have a longer period of time to liquidate. 

Mr. Avis. That is true, sir. 

Senator Kiritgore. The bootlegger buys on the longest possible time. 

Mr. Avis. Yes. 

Senator Kiuegore. All right, go ahead, Mr. Schoeneman. 

Mr. ScHOENEMAN. The figures I gave you a few minutes ago 
indicate a total additional cost for 1952 of $14,848,053. From that 
amount we deduct nonrecurring items of expense in 1952. in the 
amount of $6,168,053, which is broken down: Rental of buildings, 
$5,274,000; printing and reproduction, $52,406; supplies and mate- 
rials, $111,588; equipment, $730,059. 

That results in a net additional cost of 1952 over 1951 available 
funds in the amount of $8,680,000. 


DIFFICULTY IN RENTING OFFICE SPACE 


Senator Haypren. Are you having any difficulty in renting office 
space? 

Mr. ScHOENEMAN. Yes, sir; we are having difficulty. Certain of 
our Offices are housed in very bad quarters, too. 

Senator Haypen. The rates that they are charging for rentals are 
so high that in a very few years you will have paid the entire cost of 
the building. I know it is true here in Washington and in other places. 

Senator Kitcors. In other words, then, Mr. Commissione r, your 
budget cost is increased $8,680,000 in the 1952 estimate over 1951; is 
that right? 

Mr. ScHOENEMAN. Yes; that is the net. 

Senator Kiitcore. From that the House cut $3,500,000; is that 
right? 

Mr. ScHOENEMAN. Yes, sir. 

Senator Kiitcore. Of that $8,680,000, $2,358,200 is a new item, 
which, while added to this one, will be reduced from another appro- 
priation; is that correct? 

Mr. ScHoENEMAN. That is right. Heretofore it was carried in the 
appropriation made by Congress to the Bureau of Engraving and 
Printing. From now on it is a reimbursement which we have to 
make. 

FACTORS CONTRIBUTING TO INCREASING WORKLOAD 


Senator Kitcore. I wonder if at this point it would not be well to 
summarize the percentage of additional work occasioned by increase 
in taxes, increase in number of taxpayers, increase in number of 
social-sec urity accounts, percentagewise, comparing 1951 with 1952 
as to the percentage of additional work you are taking over. Can 
you prepare a little table like that for insertion in the record a little 
ater? 
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(The statement referred to is as follows: ) 


Type of work 952 Increase 





Percent 
Interpretative rulings_............-- Sis 7, 660 | 28, 430 | 
Rulings... --- Sees , 440 | 60, 000 | 
Tax return examinations nbbbsingdiaia aks i 5, 152, 800 5, 187, 400 
Taxpayer appeals. _- Lie kok dca tueuadiokneh eee 46, 900 | 48, 900 
Alcohol tax spomavestions iieeae ind ficetieia 29, 906 | 31, 400 
Returns filed . - - - =i Sc theiehit 83, 515, 000 | 90, 072, 000 
Taxes to be collected... _-- Se eadoondeket i $47, 800, 000, 000 | $59, 700, 000, 000 


Mr. ScHOENEMAN. We can, Senator. 

Also, I might say that when I complete my prepared statement there 
is another item which I would like to discuss, which is a further, addi- 
tional duty. 

Senator Kitgore. Yes. 

Mr. ScHoENEMAN. In terms of personnel our request may be sum- 
marized as follows: 

Average positions authorized for 1951, 56,971.3. 

Average positions requested for 1952, 59,45 55.5. 

Or a gross increase in average positions of 2,484.2. 

From this increase should be deducted 2,336.5 av erage positions, 
representing the adjustment to a full-year basis of the 3,538 positions 
authorized for fractional parts of 1951. 


APPLICATION OF PROPOSED ADDITIONAL POSITIONS 


Thus, the net increase in total number of average positions requested 
for 1952 is 147.7. 

The gross increase of 2,484.2 is to be applied as follows: 

Activity No. 1. Interpretation of revenue laws, and ruling services 
28.0. 

Activity No. 2. Investigation and audit of tax returns, 890.9. 

Activity No. 3. Collection of delinquent tax accounts, 341.7. 

Activity No. 6, precessing returns, 1,223.6. 

The increase in activity No. 6 is due solely to the expanded social 
security program. 


UTILIZATION OF EMPLOYEES 


In summary form, let me review once again how we propose to use 
our manpower in terms of basic activities. 

1. Interpretation of revenue laws and ruling services, 1.4 percent. 

2. Investigation and audit of tax returns, 44.2 percent. 

3. Collection of delinquent tax accounts, 11.5 percent. 

. Taxpayer conferences and appeals, 3.5 percent. 

5. Regulatory, control, and inspection work, 6.6 percent. 

6. Processing, returns, remittances, information, documents, and 
claims, 31.8 percent. 

7. Statistical reporting, 0.9 percent. 

&. Executive direction, 0.1 percent. 
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FURTHER JUSTIFICATION AND CONCLUSIONS 


In concluding this formal portion of my statement, I want to make 
five points: 

1. Our estimates are. based on conditions and law at the time of 
their preparation, and have no reference to the recently passed excess 
profits tax or any currently discussed legislation; neither do they in- 
clude any manpower for the audit of the schedules relating to the 
social security tax on the self-employed. The full effect of this work 
will come during the fiscal year 1953. 

2. The estimates which we have submitted to you represent the 
best judgment of all of us in the revenue service as to our needs for 
the proper discharge of the duties which the Congress has entrusted 
to us. 

3. We have carefully examined our capabilities, our attitudes, 
and our programs from the standpoint of determining whether we 
are doing all that we can to provide a revenue administration which 
will withstand the unforseen shocks and strains of the future. As 
insurance against any personnel deficiencies, we are bringing in fresh 
talent from time to time to concentrate on those areas of administra- 
tion where new professional and technical knowledge is required. 

4. We fully appreciate the vital part that the revenue service will 
be called upon to play in the defense mechanism of our country, and 
are making every attempt to consolidate the gains from all our im- 
provements as rapidly as possible. 

And, finally, I want to state on the record what I have said 
so often to our people in the service, namely, that this committee has 
manifested an intelligent and honest effort to understand the problems 
of revenue administration, and as a result of its criticisms and helpful 
attitudes, we have made unbelievably rapid advances within the past 
2 or 3 vears. I assure you that we shall continue to welcome all the 
criticisms, questions, and suggestions that you may wish to direct 
to us. 

RACKETEER ELEMENT POSES TREMENDOUS PROBLEM 


While that concludes my formal statement, Mr. Chairman, J would 
like to emphasize for just one moment the size of the drain or our 
resources occasioned by the stepped-up drive on which we are embark- 
ing in respect to the criminal type of tax evaders. 

It took more than 200 agents working 3 years to build a case against 
Al Capone and his associates. The absence of records or the unreli- 
ability of the records, together with the lack of cooperation on the 
part of the taxpayer, makes a very difficult and tedious undertaking 
of practically all criminal type cases. 

With all the prestige of the United States Senate behind it, the 
Kefauver committee, proved that it is very difficult to obtain in- 
formation from some of these types. We must resort almost exclu- 
sively to a third party means of approach. This is very costly. 

We now have about 844 enforcement officers engaged in investi- 
gating racketeer cases. The number of cases now available to us for 
working, plus those which will be developed from the 1950 returns 
already filed, will require more than twice and possibly as much as 
three times this number to complete these cases within any reasonable 
time. 
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We propose to obtain the needed number of enforcement officers 
from our force of revenue agents and deputy collectors. This will 
make a serious inroad upon our regular examination work. Our 
regular examiners are now averaging $87,000 a year per man. They 
cannot ordinarily average this on the racketeer type of case, due to 
the added difficulties of investigation. 

Our initial budget estimates did not provide for any additional 
agents for a stepped-up program in this racketeering area. This 
drain, plus the $3,500,000 cut of the House, will seriously reduce our 
regular examining capacity, which will have substantial revenue losses. 


CRIMINAL CLASS OF TAXPAYERS TO BE SEGREGATED 


Senator Haypren. Did you make an estimate, either for the budget, 
or for the Kefauver committee, of how much additional personnel 
would be required to really go after these crooks and racketeers? 

Mr. ScHOENEMAN. Senator, the attention attracted to this criminal 
class of taxpayers by the investigation made by the Senate Crime 
Committee gave us an opportunity to present to the Senate 
Crime Committee, as well as to the subcommittee of the Ways and 
Means Committee, what we have done in this area. 

As I indicated yesterday, our force of special intelligence agents has 
increased in the past 6 years from three hundred to twelve hundred. 

We have not neglected this criminal class in the past. The records 
we submitted to the Senate Crime Committee indicate a fine accom- 
plishment in this area, when you consider all the difficulties. 

But as a result of the pledge the Secretary and I made, that we 
were going to seggregate this criminal area from the rest of the investi- 
gations and treat them as a special class, but with a coordinated 
group handling them, we informed the House committee that this 
was going to lead to a request for additional personnel in the future; 
that while we could not recruit people who could be assigned to the 
investigation of this type of work because it takes trained men, we 
knew that after we got through with the assignment of additional 
men to the intelligence unit, it would create vacancies in other work 
which must be filled if we are going to collect revenues which we would 
not if we failed to fill those vacancies. 

Senator HaypeEN. It is perfectly obvious that the very best trained 
men you have would be put on this job. 

Mr. ScHoENEMAN. It has to be that way. 


ADDITIONAL PERSONNEL AND COST TO HANDLE CRIMINAL ELEMENT 


Senator Haypen. That means you are going to take them away 
from what they had been doing while they acquired their training, 
and that that work is going to be neglected. 

What I want to find out is how many people and how much money 
it would cost to do what the Crime Committee has asked you to do, 
and what the Ways and Means Committee has asked you to do, to 
replace the men that you are going to have to detail to this new duty 
by new men in the investigation field. 

Mr. ScHoENEMAN. Senator, | believe that maybe we are too con- 
servative in the Bureau in our estimates. I told the House com- 
mittee, and I believe I should tell your committee, that we would not 
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know at this time as to how many vacancies will be created by that 
kind of assignments. We feel that when we give a figure of that kind 
we should be fully prepared to justify it. 

I would hesitate to guess right now. 

I do not know whether or not we can succeed, but we hope we can 
step this up so that we can do in 1 or 2 years what we have been doing 
in 3 years in the past. We will not know until we get these men 
transferred over to this new area of work just how many vacancies 
we will have. But it stands to reason that we are going to come back 
and ask the Congress for more money; we are bound to do that. 

That is the reason why it strikes us a little contrary to the besi 
interests of the Government to drop people we now have. 


ESTIMATE 





OF NEEDED PERSONNEL AND COST 








Senator Haypen. I understand that. But can you make any 
kind of intelligent guess as to how much of a void is going to be created 
in your regular enforcement work by this new duty? 

Mr. Schorneman. If you will just not hold me to it, and as a guess, 
I would say that certainly 500 or 600 of regular enforcement people 
would be transferred over to this new area of work. 

Senator Haypen. If it were 500, how much would that represent 
in money? 

Mr. ScHorNEMAN. In the way of salaries? 

Senator Haypren. Yes, if you are going to take in 500 new people. 

Mr. ScHorneMAN. That is $2,500,000, approximately, Senator. 

Senator Kincore. And it would be very hard on your regular work 
if you pulled 500 of your best people out and put them on this other 
job, would it not, unless you had time to train people to take their 
places? 

Mr. ScHoreNreMAN. Yes. I think it is unfortunate that we do not 
investigate more taxpayers than we do at the present time. 






AIM IS LAW ENFORCEMENT AND TAX COLLECTION 


Senator Kincore. Mr. Commissioner, is not the assignment of 
these men in this criminal area really more in the nature of law en- 
forcement, actually? 

Mr. ScHOENEMAN. It is two kinds of work on that kind of a case, 
if it is a successful case. We do get the tax, at least the taxes we feel 
we can prove in court, plus the interest and the 50 percent fraud 
penalty. 

So after we finally get through working up these cases, assuming 
that the taxpayer is still in the possession of funds, it is not a total loss 
to the Government by any means. 

Senator Kiircore. But the point is that the purpose of this is law 
enforcement as much as it is collection of taxes; is that not right? 

Mr. ScHoeNeMAN. Yes. It is the deterrent that you get out of a 
thing of this kind that stops honest taxpayers from becoming dis- 
honest taxpayers, I think, that is really very effective. 

We do not know what would happen to the revenue which comes 
in from the taxpayer who complies with the law if we did not take 
action of this kind on those who do not. 

Senator Ecron. If there was adequate law enforcement the Internal 
Revenue Bureau would not have so many crooks to investigate. 
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Senator Kingorse. You are speaking of the local level, now, are 
you? 

“ Senator Ecron. Yes. 

Senator KriGore. I agree with you. 

Senator Ecron. If there was law enforcement at the local level, 
the Internal Revenue Bureau would not have any crooks to investi- 
cate. 

HANDICAP OF SAFETY DEPOSIT BOXES 


Senator Kricorr. Are you not seriously handicapped in your in- 
vestigation of crooks because they use safety deposit boxes and things 
of that kind? 

Mr. ScHoENEMAN. I am speaking generally. We get little, if any 
cooperation from that type of taxpayer. He does not keep records. 
You never can depend on anything he tells you. Sometimes he will 
not even talk. We have all of the difficulties that the Senate Crime 
Committee had. 

Senator Kitcore. You have to locate where he has the money 
hidden. 

Mr. ScHorneMAN. That is right. Most of these investigations are 
approached from the outside, collateral investigations, and so on. 

Another thing about the investigations of this type is that you do 
not do it with one man. You have a revenue agent on the accounting 
end of it, and you have a special agent on the fraud end of it, who 
knows how to develop testimony. So even on the most minor fraud 
case it takes two men. So when you get into this upper class of 
racketeer it takes the assignment of a great many men. 

The point I want to make about this reduction that we will have 


to make in our force if we are unable to project into the next year the 
force that was authorized for this year is that you have to start early 
on these recruitment programs. It is not easy to get men of the type 
that we need, and they have to be trained. 

If we have to postpone our recruitment of people until we come 
back again and tell you what our needs are, when we know right now 
we are going to need more people than we have, we are bound to do it. 


RATE OF TURN-OVER IN PERSONNEL 


Senator Ecron. What is your rate of turn-over in personnel, Mr. 
Commissioner? It is not very high, is it? 

Mr. Arxrson. Mr. Chairman, the over-all rate is around 11 per- 
cent. It varies as between classes of employees, but there is an 
over-all 11 percent out of the whole 55,000, a year. 

Senator Ecron. That is per year? 

Mr. Arkeson. Per year. 

Senator Ecron. In other words, you have over 5,000 leaving the 
department each year, and you have to break in that many new 
people to take up the positions; is that correct? 

Mr. Arkeson. That is correct. I might say, though, that it is 
higher in the clerical forces than in the technical forces. 


TOTAL RETURNS EXAMINED 


Senator Krircorr. Mr. Commissioner, for the record, I wonder if 
you could explain briefly the percentage of returns now being exam- 
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ined as compared to previous returns, and the percentage of returns 
you expect as an increase because of the new tax laws, for instanc.? 
Can you just put that in the record? 

Mr. ATKEson. Yes, sir. 

The budget document indicated this year the examinations were 
5,187,400 for 1952, 5,152,800 for 1951, and 4,326,886 for 1950. [| 
would have to resort to my records to go back of that, sir. 


PERCENTAGE OF TOTAL RETURNS EXAMINED 


Senator Kitrcorr. What I am getting at is what percentage of the 
total number of returns filed would be constant for each one of those 
years? You can put that in the record. 

Mr. Arxeson. As a matter of fact, sir, I have it right here. 

Senator Kitcore. I am trying to anticipate questions. 

Mr. Arxeson. I will start with the fiscal year 1946. We examined 
2.4 percent of the total returns filed. In 1947, it was 3 percent; 
in 1948, 3.1 percent; in 1949, 3.2 percent; and in 1950, 4 percent. 

In the first 6 months of 1951, we are examined at the rate of 5.9 
percent. 


RETURN IN REVENUE AS RESULT OF EXAMINATION 


Senator HaypEn. Does that table show the return in cash that was 
obtained as a result of those examinations annually? 

Mr. ATKEson. Yes, sir. 

For 1946, the additional tax assessed, including interest and pen- 
alty, was $1,261,000,000 as a result of these examinations. 

For 1947 it was $1,909,000,000; for 1948 it was $1,873,000,000; for 
1949 the figure was $1,870,000,000; and for 1950 the figure was 
$1,726,000,000. 

We have estimated the 1951 year at $1,900,000,000 and for 1952, 
with the number of agents that we have in the budget, $2,000,000,000. 

I might comment just for one minute on this drop in the fiscal year 
1950, which reflects the repeal of the excess-profits tax as of the end 
of 1946. 

Of course, these figures will go up pretty fast when the new tax 
begins to take effect. 

WORKWEEK SCHEDULE 


Senator Kitcore. Are there any other questions on those points? 

There is one thing that is going to be discussed, and which I might 
ask somebody to comment on. That is the question of the 40-hour 
week, the 44-hour week, and the 48-hour week. 

Mr. ScHoENEMAN. A good percentage of our people are now work- 
ing about 50 hours a week—our top people. My trouble with some 
of these fellows that you see in this room is that I have to beg them 
not to work overtime because, aside from my personal reasons, I have 
a selfish interest—I hope nothing happens to their health. But our 
people do work a great deal of overtime, especially the people in the 
top jobs. 

Senator Kincorer. Will you comment on the over-all advantage of 
going to a 44-hour week, as compared to a 40-hour week? 





e. 


‘ ast ale BA RED Ey han AS eae pisnck sie 2 rs 


Pest a iad 


s 
Pee 


TREASURY AND POST OFFICE APPROPRIATIONS, 1952 111 


Mr. ScHOENEMAN. In the field of the people investigating taxpayers, 
of course, there is always some office work for them to do, such as 
writing reports. If they were to work on a Saturday, I think a great 
many of the people that they would have to investigate would not be 
available. That is one thing. It only applies to a certain portion of 
our force, the investigation officers. 

Senator Kircore. That is right. As long as industry is on a 5-day 
week, in other words, there is no advantage in trying to work 6 days 
a week, aside from trying to get together reports on a Saturday 
morning. 

Mr. ScHoENEMAN. That is right. I would not go so far as to say 
there would be no advantage, because there is always a lot of work 
our people can do. 

Senator Kitcore. And you are still on a 40-hour week officially? 

Mr. ScHoOENEMAN. Yes. Most of our people work overtime. In 
the field it just seems to be the spirit of our service. They get inter- 
ested in their jobs and they don’t quit when the bell rings. 

Senator Kitcore. I have found that out. 

Senator Haypen. When they do work overtime, do they get paid 
for it? 

Mr. ScHOENEMAN. No. We have very few cases where we author- 
ize overtime pay. There are some cases where we have to have 
clerical work performed within a short period of time, for Congress, 
and things of that type, where we authorize overtime pay. But the 
type of people I am speaking of are the people who are interested in 
their jobs and who keep on working after the bell rings. 


INSTIGATION AND EFFECTS OF MANAGEMENT-IMPROVEMENT PROGRAM 


Senator Kitcorre. Do you have any comments to make on this 
management-improvement program of yours for the record? 

Mr. ScHoENEMAN. I| would like to say that we have given more 
attention to the improvement of our management in the last 3 years— 
and I have been in the Internal Revenue Service for 30 years—than 
at any time in the history of the service. 

We have the management group under the Commissioner which 
Dr. Atkeson is the head of, serving as Assistant to the Commissioner. 
He has a group of about 14 men who devote all of their time to study- 
ing improvements in our management. 

We also have the committee which was appointed by the Secretary 
to study the improvement of the management of the Internal Revenue 
Bureau. That committee is headed by former Under Secretary of the 
Treasury Wiggins. On that committee we have representatives from 
the Treasury Department, representatives from the Budget Bureau, 
and representatives from the Internal Revenue Bureau. That gives 
us an opportunity, with representatives of two other agencies, to focus 
attention on different areas in which we can make improvements. 

The Accounts and Collections Unit, which has jurisdiction over the 
collectors, has a Planning Division which devotes all of its time to 
improvements in the collectors’ offices. I can say that we have given 
a great deal of attention to that and we have gotten a lot of good 
results in connection with our studies of management. 

Senator Kircors. Do you know what those results are, budgetwise? 
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ined as compared to previous returns, and the percentage of returns 
you expect as an increase because of the new tax laws, for instance? 
Can you just put that in the record? 

Mr. ATKeEson. Yes, sir. 

The budget document indicated this year the examinations were 
5,187,400 for 1952, 5,152,800 for 1951, and 4,326,886 for 1950. | 
would have to resort to my records to go back of that, sir. 


PERCENTAGE OF TOTAL RETURNS EXAMINED 


Senator Kingore. What I am getting at is what percentage of the 
total number of returns filed would be constant for each one of those 
years? You can put that in the record. 

Mr. Arxeson. As a matter of fact, sir, I have it right here. 

Senator Kitcore. I am trying to anticipate questions. 

Mr. Arxeson. I will start with the fiscal year 1946. We examined 
2.4 percent of the total returns filed. In 1947, it was 3 percent: 
in 1948, 3.1 percent; in 1949, 3.2 percent; and in 1950, 4 percent 

In the first 6 months of 1951, we are examined at the rate of 5.9 
percent. 


RETURN IN REVENUE AS RESULT OF EXAMINATION 


Senator HaypEen. Does that table show the return in cash that was 
obtained as a result of those examinations annually? 

Mr. Arkeson. Yes, sir. 

For 1946, the additional tax assessed, including interest and pen- 
alty, was $1,261,000,000 as a result of these examinations. 

For 1947 it was $1,909,000,000; for 1948 it was $1,873,000,000; for 
1949 the figure was $1,870,000,000; and for 1950 the figure was 
$1,726,000,000. ‘ 

We have estimated the 1951 year at $1,900,000,000 and for 1952, 
with the number of agents that we have in the budget, $2,000,000 ,000 

I might comment just for one minute on this drop in the fiscal year 
1950, which reflects the repeal of the excess-profits tax as of the end 
of 1946. 

Of course, these figures will go up pretty fast when the new tax 
begins to take effect. 

WORKWEEK SCHEDULE 


Senator Kitcore. Are there any other questions on those points? 

There is one thing that is going to be discussed, and which I might 
ask somebody to comment on. That is the question of the 40-hour 
week, the 44-hour week, and the 48-hour week. 

Mr. ScHorNeMAN. A good percentage of our people are now work- 
ing about 50 hours a week—our top people. My trouble with some 
of these fellows that you see in this room is that I have to beg them 
not to work overtime because, aside from my personal reasons, I have 
a selfish interest—I hope nothing happens to their health. But our 
people do work a great deal of overtime, especially the people in the 
top jobs. 

Senator Kitcore. Will you comment on the over-all advantage of 
going to a 44-hour week, as compared to a 40-hour week? 
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Mr. ScHoENEMAN. In the field of the people investigating taxpayers, 
of course, there is always some office work for them to do, such as 
writing reports. If they were to work on a Saturday, I think a great 
many of the people that they would have to investigate would not be 
available. That is one thing. It only applies to a certain portion of 
our force, the investigation officers. 

Senator Kitcore. That is right. As long as industry is on a 5-day 
week, in other words, there is no advantage in trying to work 6 days 
a week, aside from trying to get together reports on a Saturday 
morning. 

Mr. ScHorENEMAN. That is right. I would not go so far as to say 
there would be no advantage, because there is alw ays a lot of work 
our people can do. 

Senator Kitcore. And you are still on a 40-hour week officially? 

Mr. ScHoENEMAN. Yes. Most of our people work overtime. In 
the field it just seems to be the spirit of our service. They get inter- 
ested in their jobs and they don’t quit when the bell rings. 

Senator Kricore. | have found that out. 

Senator Haypen. When they do work overtime, do they get paid 
for it? 

Mr. ScHOENEMAN. No. We have very few cases where we author- 
ize overtime pay. There are some cases where we have to have 
clerical work performed within a short period of time, for Congress, 
and things of that type, where we authorize overtime pay. But the 
type of people I am speaking of are the people who are interested in 

their jobs and who keep on working after the bell rings. 


INSTIGATION AND EFFECTS OF MANAGEMENT-IMPROVEMENT PROGRAM 


Senator Kitcorr. Do you have any comments to make on this 
management-improvement program of yours for the record? 

Mr. ScHoENEMAN. I would like to say that we have given more 
attention to the improvement of our management in the last 3 years— 
and I have been in the Internal Revenue Service for 30 years—than 
at any time in the history of the service. 

We have the management group under the Commissioner which 
Dr. Atkeson is the head of, serving as Assistant to the Commissioner. 
He has a group of about 14 men who devote all of their time to study- 
ing improvements in our management. 

‘We also have the committee which was appointed by the Secretary 
to study the improvement of the management of the Internal Revenue 
Bureau. ‘That committee is headed by former Under Secretary of the 
Treasury Wiggins. On that committee we have representatives from 
the Treasury Department, representatives from the Budget Bureau, 
and representatives from the Internal Revenue Bureau. That gives 
us an opportunity, with representatives of two other agencies, to focus 
attention on different areas in which we can make improvements. 

The Accounts and Collections Unit, which has jurisdiction over the 
collectors, has a Planning Division which devotes all of its time to 
improvements in the collectors’ offices. I can say that we have given 
a great deal of attention to that and we have gotten a lot of ‘good 
results in connection with our studies of management. 

Senator Kitcorr. Do you know what those results are, budgetwise? 

° 


81916—51——-8 








112 TREASURY AND POST OFFICE APPROPRIATIONS, 1952 





Mr. Schoeneman. Yes; Dr, Atkeson can give you some figures on 
that. We have given attention to the housekeeping duties in the 
collector’s offices, the clerical operations of receiving the returns, de- 
positing the money, and getting the returns under control and mathe- 
matically verifying them. We refer to that as housekeeping duties. 
Because of the improvement in our management in this particular 
area, we have been able to transfer from the housekeeping duties 
certain employees who can be assigned to investigative work where 
they can bring in revenue. Dr. Atkeson, I think, can give you some 
figur es on that particular saving that we have made i in the clerical work 
which has provided us with more money for the enforcement work. 

Mr. Arxreson. Mr. Chairman, despite the actual increase in the 
number of returns to be proc essed and handled, we have actually 
asked you for less clerical employees to do that kind of a job, as a 
result of the changes to which the Commissioner has just referred. 

Our announced. program, some 2 or 3 years ago, was to reduce as 
much as possible all of the so-called housekeeping functions by means 
of various types of efficiencies so that money could be pushed over to 
the front-line enforcement work. I have here a table that appears 
in the House report which we gave them, showing how we have been 
able to increase the number of front-line enforcement officers. These 
front-line enforcement officers are the men whom we have indicated 
to you are bringing in about $87,000 a year per man. That number 
has increased since 1946 from about 23,515 to 26,438. Now, not all 
of that has been due to management improvement. Some of that has 
been due to some added money supplied by the Congress. But the 
significant part is that the difference between that and the total 
number of people that we have, which represents the housekeeping 
employees, has actually gone down despite, as I say, the actual volume 
increase in the number of returns handled. 

I think the biggest improvement comes from such areas as these: 
We have combined operations wherever it is possible, so that we wil! 
assess one item of tax instead of two. That is particularly noticeable 
in the case of the tax on employers for income tax withholding, which 
used to be assessed at one time, and then the social security tax on the 
wages were assessed at another time. Tod: ay we put those two 
together, and so we assess one item instead of two. We are handling 
one return instead of two. 

In the field of mass production, we have been able to shift from 
each of the collectors’ offices the actual, physical mailing of some 
52,000,000 returns from each of the collectors’ offices into a mass job 
in Kansas City, which has been done at an over-all less cost than was 
possible when it was broken down among each of the collectors’ offices. 

We have been able to ship out of Washington a substantial amount 
of clerical work that was closely allied with work of the same character 
that was being performed in the collectors’ offices, and we have actually 
reduced our people here in Washington, within the last 4 or 5 years, 
from 5,200 down to less than 4,200, right now, and we are still going 
in that same direction, anticipating that in the next 2 or 3 years wi 
will probably have another 500 or 600 out of Washington, and merged 
with the collectors’ offices. 

That work is being absorbed by those people because it is so close] 
allied with the regular operations that they can absorb it without any 
additional people. f 


















































So it is just a matter of analyzing each one of 
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the jobs that we are doing, finding the shortcuts, and occasionall 
having to come to Congress and asking for new rules which will 
permit us to eliminate certain types of work. 


CASH CEILING FOR DISTRICT OF COLUMBIA 


Senator Kiicore. In the present bill, the Budget Bureau, I believe 
has given you a cash ceiling of $17,700,000 to be spent in the District 
of Columbia; is that right? 

Mr. Evans. That is the limitation in the bill. 

Senator Kincore. Do you have any comments to make on that? 

Mr. Evans. That reflects the reduction that Dr. Atkeson spoke of 
in our organization in Washington. It has been constantly going on. 
We feel that this $17,700,000 is the minimum that we will require 
next year. 

Senator Kiueore. The House, as I understand it, cut that; did they 
not? 

Mr. Evans. They cut it slightly. It was about $17,773,000, I 
believe, or thereabouts. 

Senator Kinrgore. It was $17,772,760. 

Mr. Evans. I believe that is about the figure. 

Senator Krncore. Do you think that will be adequate? 

Mr. Evans. I think we can get along with that limitation, sir. 

Senator Kincore. Are there any further questions? 

Senator Haypen. No. 

Senator Ecron. I believe not. 


ALASKAN RAILROAD INCOME TAX DISPOSITION 


Senator Kincore. By the way, do you have any comment to make 
with respect to this income tax payment to the Territory of Alaska 
on the Alaskan Railroad? 

Mr. Evans. I have a brief statement, Mr. Chairman. I think this 
will explain it. In addition to the normal income tax on net income, 
a tax of 1 percent on the gross annual income of all railroad corpora- 
tions doing business in Alaska, on the business done in Alaska, is 
collected each fiscal year by the Bureau of Internal Revenue and 
deposited into the Federal Treasury to be paid to the Treasurer of 
Alaska and to me made applicable to general Territorial purposes. 
Now, that is prescribed in sections 1300 and 1301 of the Internal 
Revenue Code, There is only one railroad corporation which is sub- 
ject to this tax now operating in Alaska and that is the Pacific-Arctic 
Railway & Navigation Co. Section 4 of the Permanent Appropriation 
Repeal Act of 1934, approved June 26, 1934, provides that these col- 
lections shall be covered into the Treasury as miscellaneous receipts 
and if the receipts for any one fiscal vear are greater than the amount 
appropriated for the payment of such receipts to the Territorial gov- 
ernment concerned, such excess is authorized to be appropriated for 
the following fiscal year. 


AMOUNT OF TAX COLLECTED 


In 1948 we collected $6,097. In 1949 we collected $6,873, and in 
1950 we collected $7,124. It will be noted that these collections have 
been steadily increasing in recent past years. Collections from this 
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source for the fiscal year 1951 are estimated to total $8,000, and the 
estimated amount for 1952 is based on that figure. 

Senator Kiicore. I will ask that there be inserted in the record 
at this point a document entitled “Payment to Alaska of Additional 
Income Tax on Railroads (Receipt Limitation).” 

(The document referred to is as follows:) 






PayMENT TO ALASKA OF ADDITIONAL INCoME Tax ow RarLroaps (REcEIP1 
LIMITATION) 






Analysis of appropriation base for fiscal year 1952 
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Increase over appropriation base for 1952__.._........_._.._-_- 






Increase or decrease from total appropriation, 1951_____.______- : 


Comparison of appropriation base with appropriation estimate for 1952 
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13. Refunds, awards, and indemnities: Amount 
Appropriation base for 1952 ee pe ...- $8, 000 
Appropriation estimate for 1952____ eit aaa ee eee 8, 000 









GENERAL 





STATEMENT 





In addition to the normal income tax on net income, a tax of 1 percent on the 
gross annual income of all railroad corporations doing business in Alaska, on 
business done in Alaska, is collected each fiscal year by the Bureau of Internal 
Revenue and deposited into the Federal Treasury to be paid to the Treasurer of 
Alaska and to be made eere y general Territorial purposes (secs. 1300 
and 1301, I. R. C.; 31 U.S. 725 (c)) 

There is only one railroad hema ion which is subject, to this tax now operating 

1 Alaska; the Pacific-Arctic Railway & Navigation Co. 

Section 4 of the Permanent Appropriation Repeal Act, 1934, approved June 26, 
1934 (31 U. 8. C. 725 (c)), provides that these collections shall be covered into 
the Treasury as miscellaneous receipts, and, if the receipts for any one fiscal year 
are greater than the amount appropriated for the payment of such receipts to the 
Territorial government concerned, such excess is authorized to be appropriated 
for the following fiscal year. 

In the fiscal year 1948 the amount of tax collected from this source was $6,097.61. 
In the fiscal year 1949 these collections amounted to $6,873.27, and in 1950, 
$7,123.89 was collected. It will be noted that these collections have been steadily 
increasing in recent past years. Collections from this source for the fiscal year 
1951 are estimated to total approximately $8,000, and the estimated amount for 
1952 is based on this figure. 

Senator HaypENn. Could not that be made a permanent and definite 
appropriation? It is a small sum of money. 

Mr. Evans. Senator Hayden, that same question was asked by the 
House committee last year, and we told them that, as far as we could 
see or were concerned, we had no objection to it. The money must 
go back to the Territory of Alaska. It is all earmarked, and we see no 
objection to making it a permanent indefinite appropriation. 
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Senator Kitgore. Would it not save some bookkeeping? 

Mr. Evans. Yes; it may save a little paper work, Mr. Chairman. 

Senator Kirgore. You would not have to bring it up every year in 
the budget? yr 

Mr. Evans. That is right. It would not appear in the annual act. 


QUALIFICATIONS AND TRAINING OF NEW PERSONNEL 


Senator Ecron. Mr. Chairman, there was mention made earlier 
this morning of the qualifications of a revenue collector, and these 
pe rsonnel in the department. I would like to ask the Commissioner 
this question: 

When new personnel are hired and put into the field, are they given 
any instruction or any training in how to meet the public and what is 
expected of them? In other words, are they given any training in 
public relations? Now, I apprec iate the fact that the great majority 
of collectors out over the country are gentlemen, and we assume that 
they know their business or they wouldn’t have been hired by your 
department in the first place. But once in a while there seems to be 
an individual who appears to be just plain contemptible when it comes 
to questioning or investigating an otherwise honest and bona fide 
taxpayer. 

Now, maybe that taxpayer made a mistake or maybe he forgot to 
put in some things in his return that should have been put in. T know 
that is not always excusable, but I think the Department ought to 
realize that most people put the job of making up their returns off 
until the very last minute, and there is a rush then on top of all of the 
other worries that they have. They try to meet the deadline. 


COMPLAINTS REGARDING CERTAIN COLLECTORS 


I have had a lot of complaints since I have been here—and I had 
them before I became a Member of the Senate—with reference to the 
attitude of certain collectors when they come in to make an investi- 
gation. After all, a collector of internal revenue has greater authority 
and more power over the individual citizen, I think, than the sheriff 
of your county, or your policeman, or any other public official for the 
simple reason that there is the prospect ‘of a Government suit being 
instituted against him. He will be hailed into court, and he will be 
publicized and all that. That scares the very life out of the average 
citizen. 

[It seems to me that something should be done in a few of those 
minor cases in regard to public relations with the public. I was 
wondering w hether you gave them any instructions or tried to give 
them any training in their attitude. After all, the average American 
citizen has a self, inner pride of being more or less on his honor, and 
he prefers, I think, to pay his just taxes, because he voluntarily 
wants to be patriotic, and he wants to be honest, not only with the 
Government, but with himself. It gives him an inner satisfaction. 
He would rather do that than to be forced or bludgeoned or threatened 
into meeting an additional payment. 

Now, I have had some complaints from people who have stated 
that they have been instructed that they owed certain additional taxes. 
If it is a case of a mathematical error, why, anybody can see that. 
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Senator Hayden mentioned that the other day. But some of them 
are threatened with exposure and suits and one thing and another, 
and a lot of people would rather just pony up whatever amount is 
exacted from them rather than to even question it because they fear 
that power and authority. 

Mr. Commissioner, I think you must admit that the power that 
one of these agents can exercise over an individual citizen who is 
not versed in the income-tax law is tremendous. Those people hat: 
publicity on it, and I think it is a serious problem. 


PROPER APPROACH AND TREATMENT OF TAXPAYER STRESSED 


Mr. ScHoENEMAN. Senator, no one appreciates more the seriousness 
of that problem than we do in the Bureau. We make a great deal 
of effort, and every time we have a group of people to talk to, we 
preach the importance of the proper approach to the taxpayers 

We get complaints, as you do, but not as many as you would think, 
when you consider how many people we have in our service. We do 
have certain people of the type you describe, who approach the tax- 
payer in the wrong manner. We insist that they be firm with the 
taxpayer, but we insist also that they be courteous in their approach 
and not threaten the taxpayer. 

We also insist that when the investigative officer cannot satisfy the 
taxpayer that additional tax is due, that the taxpayer be informed of 
his rights to appeal to whichever body it might be. We find in a great 
many of the complaints that we have—and I don’t think we have more, 
I would say, than 10 a month on the average 

Mr. Ecron. I know the number is not great. 

Mr. ScHoENEMAN. We investigate every one of those cases, and in 
a great many of them we find that it is the taxpayer himself who is 
the one that doesn’t show the proper restraint and blames the inves- 
tigating officer for the way he feels about it. 

No one, as vou say, likes to pay taxes; and we preach to our people, 
that it is difficult enough for people to reach into their pockets and 
give us a part of their money, and we certainly ought to be courteous 
about it when we make our investigations. We give considerable 
attention to that. We talk to our supervisory employees about it; we 
talk to our regular employees. We take action whenever we receive 
a complaint. We make a thorough investigation to see whether the 
deputy collector of the revenue agent was out of bounds; and if it 
develops that he was out of bounds, we take corrective action. 

Senator Haypren. Have you ever fired anybody for that kind of 
conduct? 

Mr. ScHorneMAN. Usually a man of that type is sort of badge 
happy. He feels his authority. Fortunately, we don’t have very 
many of them. A man who is doing that kind of thing indicates 
that he is not the kind of man who should be doing that kind of work. 
While I don’t think we have ever removed anybody for an unfriendly 
or untactful approach to the taxpayer that kind of man is gotten out 
of the service by the resignation method rather than by the removal 
method. Sometimes the man may have wonderful ability but lacks 
the proper approach, and he may then be assigned to clerical work or 
office work, where he does not have contact with the taxpayer. 
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Senator Ecron. He may be a No. 1 accountant, but he should be 
working for some hard-boiled business firm rather than as part of the 
Government. 

Mr. ScHOENEMAN. That is a very important thing to us. We 
realize the importance of it. We do not leave any stone unturned 
to see that the approach is right. 

Senator Ecron. I am glad to know that. 

Mr. ScHOENEMAN. Any time you get complaints like that, 1 would 
like to know of them, because there is nothing more important to us. 

Senator Kircore. When you first send a man out, do you usually 
send him out to work with a more experienced man? 


METHODS OF TRAINING OF COLLECTORS 


Mr. ScHoenEMAN. We have two different methods of training. In 
the case of the deputy collectors—— 

Senator Kincgorr. They work out of the collectors’ offices, of 
course? 

Mr. ScHorneMAN. That is right. We have what we call our 
correspondence study course for that particular type of employee. 
It is a very fine course incidentally, which trains the man in the 
different phases of taxes and accounting and other things of that 
nature and also brings in these other things, such as taxpayer approach, 
and so on. 

The revenue agent is assigned to a more complicated kind of case 
than the deputy collector. He is given a 60-day period of intensive 
training before he is even assigned to the job. Then, as you suggested 
by your question, when he first goes out he goes out with another man 
until he feels the touch of the thing. 

Senator Kincorr. Now, Mr. Commissioner, I have a question to 
ask: I realize that it is a very hot potato. 

A great number of people who get into trouble over income taxes 
get into trouble from bad advice. ‘T run into hundreds of them in my 
State all the time. They are people who are not financially able to 
afford expert advice. We unfortunately have a certain number of 
shyster alleged tax experts who make out tax returns. Then the first 
thing you know the taxpayer finds himself across the barrel because 
he has been checked up on and the return which he has signed is found 
to be incorrect. 


QUESTION OF PERIODIC PASSAGE OF TAX BILL 


| am wondering what you would think of the idea of requiring that 
once every 4 years, say, we rewrite the entire income-tax law, so as 
to have one statute incorporating all of it, one bill. Then we would 
wait 4 more years, and have 4 years of amendments, and then we 
would get out another bill which would incorporate the whole thing, 
so that it would not take one of these alleged tax experts to read the 
law and know what is in it. 

What do you think of that? I know that the Association of Income 
Tax Lawyers and Income Tax Accountants are very bitterly against 
any idea of that kind, but I personally am very bitterly in favor of it, 
and have been for a long time. 
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Mr. ScHOENEMAN. The ordinary taxpayer, 
cannot afford to hire someone—— 

Senator KitGore. He is the fellow who gets in trouble. 

Mr. ScHoOENEMAN. That is the man you are talking about? 

Senator Kitcore. No; I am talking about the small-business man 
who may be in the $20,000 or $25,000 class. There will be somebody 
in his town who will say “Yes, I am an income-tax expert. I will 
make your income-tax return out for you.’ 

Then he makes it up, and this particular man has no way of 
knowing—he cannot go to the clearinghouse reports, and things of 
that kind and check “everything. The result is that he gets into 
trouble. 

On the other hand, if that bill were drawn in toto it would be of 
great value. I remember my first experience with an income-tax bill 
in 1941. When it came on the floor, | assiduously went down and got 
the first copy pulled in the committee, and my office started to read it. 
I remember it started out something like this: “Subsection (2) of 
section 1 of so-and-so, of the act of 1913, as amended, is amended by 
striking the semicolon and replacing it with a comma and adding the 
word ‘five’.”” 

Well, I went over and asked for a compilation, and I could not get 
a compilation out of the Senate Library. I wanted to know what that 
particular section of the act of 1913, as amended, was. So I called up 
the head of the insurance committee downtown and asked him for the 
best tax lawyer in Washington. He gave me his name, and I called 
him on the telephone immediately. 1 asked him if he would come 
up to my office and advise me on the effects of that bill. He said that 
he wouldn’t be able to advise me on the effects of that bill for about 3 
months after it was passed, because it would take that much time for 
the clearinghouse and the various other agencies to investigate it. 

Mr. ScHoeneMAN. To start off with, we have to have a return that 
conforms to any problem that any taxpater may have. There is no 
problem for the great majority of the taxpayers, 80 percent of them, 
but returns have to be designed for the 20 percent who need it. 

I think, Mr. Oliphant, the Chief Counsel of the Bureau, may have 
something to say regarding the difficulty that they have in interpret- 
ing some ‘of these laws and regulations for the benefit of the taxpayer. 

Senator Kinrcore. Iam wondering whether Congress should not pass 
that kind of an act about once every 4 years. 

Senator Ecron. They have been doing it oftener than that. 

Mr. ScHoeNeMaAN. That is right. 

Senator Kincore. But we do not have compilations. 

Senator Ecron. That is right. . 
¥ Mr. OurpHant. One of the prime difficulties in the very field we are 
talking about is the fact that taxes touch every phase of business 
operations. All business operations are complex, and hence the tax 
law is just as complex, of necessity. 

The Congress, in the thirties, found after several years of intensive 
work, that they were able to come up with the Internal Revenue Code 
which was first put out in 1939. That is, the law itself, the Internal 
Revenue Code is the law. That was the result of just the type of 
criticism that you are referring to, that is, that we have a revenue act 
every other year which might or might not show all of the phases of 
the law. 


the fellow who really 
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Ever since then what has been done has been to amend the In- 
ternal Revenue Code. Whether you could rewrite the whole law 
every 4 years would depend, I should think, on whether you could 
treat the technical tax problems on a new basis every 4 years. 

Just as an illustration, we have carry-backs and carry-forwards. 
The periods on those change all the time. There is a constnat over- 
lapping on the technical aspects of the law there. 

I would add this: That the commercial services, | think, do a very 
fine job of providing readable and understandable approaches to the 
tax laws to the extent that they can. In the main, it is the kind of 
problem that is with us just because there are taxes, I think. 

Senatore Kitrcore. Yes; I realize that. 

Mr. ScHOENEMAN. Mr. Oliphant, would you not also have to take 
account of the court decisions, as they establish precedents, because 
the law would no longer exist if you re wrote it ever y 4 vears? 

Mr. OuipHANt. That is true. What actually happens with the 
tax law, as you know, is that the law itself must be general. It starts 
out with a proposition that everybody should be treated equally. 
You cannot achieve that result. The statute itself cannot write all 
of the refined rules. The regulations that we write at the same time 
cannot write all of the refined rules. Neither can all of the thousands 
of rulings that we put out during the course of the year do that. 
The tax law as to specific cases is written in litigation, so, as the 
Commissioner has said, that would be one of the pr ine ipal difficulties. 

We start out with an enactment, say, in 1 year.. The decision in the 
final analysis where a case may go all the way up to the Supreme 
Court, maybe 4 years after that statute is enacted, or even 5 years. It 


is only, as I say, the fact that our tax laws are really built at the point 
of decision in the courts, that makes the problem as difficult as it is. 


DIFFICULTIES CAUSED BY ALLEGED TAX EXPERTS 


Mr. ScHOENEMAN. With regard to what was said about these 
alleged tax experts, I have no quarrel with accountants, the recognized 
accountants or certified public accounts, or lawyers who assist tax- 
payers. But the type that I think should be driven out and those that 
we have a quarrel with are these fellows who buy a dollar book in a 
drug store and become tax experts, and set themselves up to assist 
taxpayers. I think they do us more harm and do the taxpayers more 
harm than anybody you could possibly find. The only knowledge 
these fellows have about taxes is what they learn from the dollar book 
that they buy in a drug store. Then they start a business during the 
filing period at a gasoline station, let’s say. They do a great injustice 
to us and to the taxpayer and to the really qualified accountant and 
lawyer. 

Before we close, Mr. Chairman, I want to express my appreciation 
to you for this chance to present our side of the case to you. I want 
to assure you that the money we have asked for we really need badly. 

Senator Kincore. I feel as Senator Hayden does. I do not want 
to encourage you, but I do feel that you have to spend money to 
collect taxes, but we do not want to waste any money. 

Mr. ScooreNeMAN. We keep on absorbing things in a structure like 
ours but we cannot absorb new work without neglecting other im- 
portant duties. 
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Senator Kitcore. What concerns me is this: As you detail these 
men to new functions, are you going to have a source of trained 
personnel? 

Mr. ScHoENEMAN. We do know that as these laws are passed we 
are going to need more money. 

Senator Kitcore. I know it is going to be difficult for you to recruit 
500 or 600 replacements. You really don’t know where they are 
coming from. 

I know that you have one fellow down in West Virginia who is very 
helpful. He will go in and sit down with a merchant and help him 
figure his return out. People try to be honest with him. He will go 
out to the country merchant and figure out what his tax return ought 
to be. 

Mr. ScHorENEMAN. That is the kind of man we are proud of. 

Senator Kitcore. He has been on the job down there a long time, 
and he is a very excellent man. We have very few kicks. 

Senator Ecron. There are very few kicks, fortunately. 

Mr. ScHOENEMAN. Yes; that is the fortunate part of it. You 
take a force as big as ours, with 55,000 people, it is amazing that we 
do not have more complaints than we receive. 

Senator Kitcore. All right, we will recess until 10 o’clock, Monday 
morning, when we will hear from the Coast Guard. 

(Whereupon, at 12:13 o’clock, Friday, April 6, 1951, the committee 
recessed, to reconvene at 10 a. m. on Monday, April 9, 1951.) 





